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SUBJECT: JUNE 16 EC DEVELOPMENT COUNCIL - LITTLE 
PROGRESS; COMMISSION TO GO AHEAD WITH AID TO 
NON-ASSOCIATED COUNTRIES. 

REF: (A) EC BRUSSELS 5679, (B) EC BRUSSELS 2887, 

(C) EC BRUSSELS 5584 

1 . SUMMARY: THE MARCH 26 EC DEVELOPMENT COUNCIL IN 
LUXEMBOURG MADE NO PROGRESS ON THE FOLLOWING COMMISSION 
PROPOSALS: 1) 1977 FOOD AID ALLOCATIONS; 2) A MEDIUM- 

TERM INCREASE IN EC FOOD AID; 3) A REGULATION CONCERNING 
THE ALLOCATION OF EC AID TO NON-ASSOCIATED COUNTRIES; AND 
4) COORDINATION OF RURAL DEVELOPMENT AND FOOD POLICIES. 

THE COUNCIL, HOWEVER, DID AGREE THAT THE COMMISSION 
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SHOULD DRAW UP AID PROJECTS FOR NON-ASSOCIATED COUNTRIES. 
END SUMMARY. 

2. EC COMMISSION AND PERMDEL OFFICIALS INFORM US THAT 
THE DEVELOPMENT COUNCIL AUTHORIZED THE COMMISSION TO 
DISCUSS WITH LDCS SPECIFIC PROJECTS FOR THE USE OF THE 

45 MILLION UNITS OF ACCOUNT (ABOUT $54 MILLION) OF EC 


Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 22 May 2009 



Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 22 May 2009 


DEVELOPMENT AID TO NON-ASSOCIATED COUNTRIES. THE 
COMMISSION HAD PRESENTED A LIST OF SUGGESTED RECIPIENTS; 

THE BULK OF THE AID WOULD GO TO THE INDIAN SUB-CONTINENT. 

IT HAD PROPOSED NEW PROGRAMS TO THAILAND, VIET-NAM, THE 
ANDEAN GROUP AND THE CENTRAL AMERICAN COMMON MARKET. THE 
FRG, HOWEVER, SUGGESTED THAT THERE SHOULD BE A 
COORDINATED VIEW ON RECONSTRUCTION AID TO VIET-NAM BEFORE 
UNDERTAKING AN EC AID PROGRAM THERE. COMMISSION 
OFFICIALS DO NOT KNOW IF THE EC WILL DROP VIET-NAM AS 
A POTENTIAL RECIPIENT. (COMMENT: IN ANY CASE, THE SRV 
PROGRAM WOULD ONLY BE A TOKEN AMOUNT, PROBABLY LESS 
THAN $3 MILLION.) THE COMMISSION HAD PROPOSED GRANTING 
80 PERCENT OF THE AID TO ASIA AND 20 PERCENT TO LATIN 
AMERICA AND ARAB COUNTRIES, SUCH AS NORTH YEMEN. SEVERAL 
MEMBER STATES PROPOSED GRANTING ADDITIONAL AID TO LATIN 
AMERICA IN ORDER TO DEMONSTRATE GROWING EC INTEREST IN 
THE REGION. COMMISSION OFFICIALS SAY THAT THE INTER- 
AMERICAN DEVELOPMENT BANK WILL LIKELY BE ADDED AS A 
RECIPIENT; THE EC WOULD PROVIDE A MODEST TECHNICAL 
ASSISTANCE GRANT TO THE IADB. THE COMMISSION WILL 
SUBMIT A LIST OF PROPOSED PROJECTS TO COREPER WHICH HAS 
THE COUNCIL'S AUTHORITY TO APPROVE THEM. COMMISSION 
OFFICIALS HOPE TO ALLOCATE THIS AID BY SEPTEMBER. 

3. THE COUNCIL STILL COULD NOT AGREE TO A FRAMEWORK 
REGULATION WHICH WOULD ESTABLISH CRITERIA FOR SPENDING 
THE NON-ASSOCIATED AID. (SEE REF. B.) FRANCE OBJECTED 
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BECAUSE IT WANTED TO AVOID THE INSTITUTIONALIZATION 
OF THIS AID PROGRAM. THE EUROPEAN PARLIAMENT HAS 
SUGGESTED THAT THE COMMISSION SHOULD HAVE SOLE AUTHORITY 
OVER THE ALLOCATION OF THE FUNDS, AND HAS ASKED THE 
COUNCIL TO CONSULT ON THIS MATTER, WHICH IT PLANS TO 
DO. DESPITE THE FRENCH OBJECTION, COMMISSION OFFICIALS 
BELIEVE THAT THEY WON THE DAY BECAUSE FRANCE DID AGREE 
TO THE AD HOC, ONE-TIME PROCEDURE OF THE COMMISSION 
SUBMITTING THIS YEAR'S PROJECTS TO COREPER. THE 
COUNCIL WILL TAKE UP AGAIN THE ISSUE OF THE CRITERIA 
FOR ALLOCATING AID TO NON-ASSOCIATED COUNTRIES. 

4. EC OFFICIALS SAY THAT THE COUNCIL REACTED POSITIVELY 
TO THE COMMISSION PAPER (REF. A) POINTING OUT THE NEED 
FOR A LARGE-SCALE, LONG-TERM INCREASE IN FOOD AID. 

THE FRG AND ITALY, NEVERTHELESS, MAINTAINED RESERVATIONS 
REGARDING THE COMMISSION PROPOSAL TO INCREASE EC FOOD 
AID OVER A THREE- YEAR PERIOD. THE FRG PREFERS, INSTEAD, 

TO RELY PRIMARILY ON BILATERAL FINANCIAL AID WHICH, IT 
BELIEVES, WILL HAVE A GREATER DEVELOPMENTAL IMPACT THAN 
FOOD AID. COMMISSION OFFICIALS CONCLUDE THAT THEIR 
PROPOSAL IS ON DEAD CENTER AND NO ACTION IS EXPECTED IN 
THE FORESEEABLE FUTURE. THE COUNCIL ALSO DID NOT AGREE 
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TO THE COMMISSION 1977 BUTTEROIL AND SKIMMED MILK 
POWDER (SMP) FOOD AID PROPOSALS. (SEE REF. C.) THE 
UK. FRG AND ITALY OBJECTED TO THE PROPOSED 45,000 MT 
SMP RESERVE. IN ADDITION, THE COUNCIL FOOD AID GROUP 
HAD NOT FINISHED ITS REVIEW OF COUNTRY ALLOCATIONS. 

5. AT THE SUGGESTION OF THE UK CHAIRMAN. MINISTER OF 
OVERSEAS DEVELOPMENT HART. THE COUNCIL DISCUSSED A 
COMMISSION PAPER ON EC OBJECTIVES IN PROMOTING RURAL 
DEVELOPMENT IN THE LDCS. IT SUGGESTED THAT THE EC 
SHOULD ADOPT A COMPREHENSIVE APPROACH INCLUDING IN- 
CREASED FARM PRODUCTION, SOCIAL WELFARE AND HEALTH 
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MEASURES. SMALL-SCALE INDUSTRY AND A SOCIAL SYSTEM TO 
MAKE RURAL LIFE ATTRACTIVE AND WORTHWHILE. EC OFFICIALS 
DESCRIBED THE COUNCIL'S DISCUSSION AS DESULTORY AND NON- 
CONCLUSIVE. (THE MISSION HAS A COPY OF THE PAPER 
WHICH IT IS SENDING TO EUR/RPE - MC LEAN AND AID/AF - 
COOK.) 

6. COMMISSIONER CHEYSSON INTRODUCED A PAPER WHICH THE 
COUNCIL HAD PREVIOUSLY REQUESTED ON THE RECIPROCAL 
IMPLICATIONS OF DEVELOPMENT AND OTHER POLICIES, 
PARTICULARLY EC INDUSTRIAL AND ECONOMIC POLICIES. THIS 
DISCUSSION PAPER NOTES POTENTIAL CONFLICTS BETWEEN EC 
TRADE PROMOTION, COOPERATION AND TRADE LIBERALIZATION 
POLICIES, AND EC GOALS CONCERNING EMPLOYMENT. 

RESEARCH AND DEVELOPMENT. AND RESTRUCTURING INDUSTRY. 
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THE COUNCIL WILL TAKE UP THIS PAPER AT A LATER DATE. 

HINTON 
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